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Abstract. Fiscal policy is the tool which is used by national governments to 
influence the direction of the economy, generally with the goal of promoting health economic 
growth. Fiscal policy is also used to influence social conduct and the distribution of wealth, 
to promote the growth and stability of economic activity. In economic terms it involves a 
compromise between the objective of maintaining fiscal sustainability and the longer term 
objective of preserving and developing the country's economic infrastructure, its human and 
social capital. 
 





            In Romania, fiscal policy represents the determinant factor concerning the 
developing of the social-economical activity, put into practice by the executive and 
the legislative branch, which establish the fiscal system that they practice, but also 
the strategy to be followed within the fiscal administration. Both the fiscal system 
and the fiscal policy of any state should follow: the criteria of eficiency, the 
reduction of the economic instability, the revenues of the taxpayers, the 
redistribution of the revenues, which should influence the economic activity, the 
investments, and the consumption. Therefore, we consider that the aim of the fiscal 
legislation is to create the money surplus for new investements and to increase the 
basis of calculation for future taxes.        
The functioning of the fiscal system is achieved by  the  promoted fiscal 
policy of each state, whose role is to define all the measures, actions and collection 
tools of the financial resources, but also to use them in order to satisfy the public 
needs.  (5.Văcărel, I.and colective, 2008). In establishing the targets of the fiscal 
policy, one starts from the principle of fiscal eficiency, from setting up a high 
standard for ensuring budgetary revenues as large as posible, promoting especially 
the economic activity, the investments, and at the same time establishing an 
individual fiscal equity for the formation of the state revenues and social protection 
insurance.  But, fiscal policy is closely linked to budgetary policy through which  the 
collected revenues, which are based on the fiscal policy, are redistributed, in order to 
cover public expenditure through the priciples of budgetary policy.  
The importance of the state budget is relevant especially for the 
implications of the economic, social and politic revenues, and for the public 
expenditure in the society.   Taking into consideration all these, in the French 
literature in the field, it was emphasized that „modern budget represents an 
interventionist act against its economic structure,  social structures and  economic 
and monetary situation.”( 2.Bouvier, M., 1996). 
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              From this point on, it can be considered that the fiscal policy concerns the 
establishment of volume and the origin of alimentary resources of financial fonds, 
the methods of sampling which must be used,  but also the objectives and means of 
fulfilment, using for this methods and appropriated tools, for example taxes and 
fees. The budget policy concerns the sizing of public costs and the way in which the 
public revenues are redirected in order to ensure the public expenditure  and the 
provision of services and public goods. For achieving the fiscal policy, the public 
authorities set up strategical objectives which concern the establishment of certain 
measures and specific actions which could contribute to the good functioning  of the 
state mechanism, to an accurate total collection of financial resources to the level of 
the consolidated state budget and to the balanced economic development throughout 
the territory of a State. 
THE ROLE OF THE FISCAL POLICY 
Taking into consideration  the role of the fiscal system in taking the 
resources needed for the fulfilment of its functions, this must be understood as a 
complex mechanism which contains: the fiscal legislation, meaning all the 
legislative regulations of fiscal type; the fiscal unit, represented by the state’s 
specialized organisms whose role is to compose the fiscal policy; the tools, 
techniques, methods and principles, through which the fiscal unit implements the 
fiscal legislation.  
To this effect, the fiscal science should conceive reliable solutions for 
promoting the public interest and its relation with the individual interests of people. 
(6.Tulai, C., 2003). The objectives of the fiscal policy are close related to the 
political functions, the fiscal policy having three functions in relation to the role of 
the state regarding economics. (4.Moşteanu, Narcisa-Roxana, 2008):  
1. The allocative role of fiscal policy through which it is determined and  
measured the state intervention within economics, in order to correct the errors of 
the market, through identifying them and through allocating the resources 
efficiently, for preventing and reducing these dysfunctions. The involvement of the 
state in the economy through fiscal policy will be determined by following the 
analysis of factors which lead to the dysfunction of the market. Under the allocation 
function of fiscal policy, the services of special type are distributed through public 
authorities, this way ensuring the satisfaction of special needs, such as culture, 
education, justice, national defense, public order, etc.)  
Within the allocation function, the fiscal policy has four roles: Firstly, it 
serves for the financing procurement of the factors of production and goods, and 
services, which the state needs in order to ensure its benefits. Secondly, the 
financing of public expenditures through current revenues contributes  to the 
expressing of the colectivity’s prefferences, which is not the case of the financing 
method through loan;  Thirdly, the taxation tends to damage the economic growth 
through its impact on the labor supply and savings, but also on the desire to invest 
and innovate. This way, it is important to try minimize as much as possible  the 
corrupted efects of the fiscal system against the economic growth, focusing our 
attention both on the composing of demand and the offer in order to ensure the 
macro-economic balance;  In the forth place, levying taxes can be used in order to 
influence deliberately the the economic decisions of the citizens and other entities 
(eg. pollution fees and taxes on tobacco and alcohol). 
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Imposition represents a complex of measures and operations conducted by 
the law, whose aim is to establish the taxes which concerns the individuals and 
businesses. Imposition has both a political side and a technical one (embodied in the 
measures and techniques for the determination of the taxable object). The level of 
compulsory levies is mostly related to the level of public expenditures, because they 
represents the essential source of financing, together with other means of financing, 
for example indebtedness or creation of public money needed to cover deficits.  
  2. Distributive role of fiscal policy, a role which arises from the emergence 
of inequality in the distribution of revenues, which no matter how much it is tried to 
be removed, this does not happen. When performing this role, a number of 
requirements are taken into consideration, among which we include:  efficiency, by 
encouraging all economic agents to obtain good results in economy; equity, through 
adequate remuneration to those who have high efficiency; solidarity by helping 
those who have temporary difficulties; economic growth, by encouraging the gross 
domestic product in a sustained and long lasting way. Redistribution function is 
performed first through taxes and secondly through public spending and it becomes 
necessary since the distribution of income and wealth between individuals and legal 
entities is not consistent with the needs and social justice. In this sense, we can 
mention two basic rules of the fiscal equity principle: first, the consensual one, 
expressing in a simple way the fact that the tax burden should be shared in an 
equitable way, secondly more conflictual, assigning a correction role to the tax 
income distribution, in order to make it more equitable.  
3. The role of fiscal policy to stabilize economic life, a role which is 
influenced by applied fiscal policy both nationally and regionally. Through the state 
budget, it is established the ratio between public revenues, which consist of taxes 
and social needs for which public spending are made, aiming to avoid inequities in 
the distribution of tax burdens on taxpayers, providing certain facilities to some 
entrepreneurs from the areas with lower economic growth than other regions of the 
country. Stabilization function aims to achieve a high degree of labor employment, 
price stability, a strong statement of the balance of foreign payments and a positive 
rate of economic growth.  The tax is an instrument of economic policy that can play 
a role in incitement, discouragement or stabilization, so that, taxation among others, 
has the task of annihilating imbalances created by the spontaneous development of 
market mechanisms. This function is justified by the assumption that the 
spontaneous operation of the market does not allow the collective optimum. Sub-
optimal allocation of resources due to the failure of free markets, but also the 
manifestation of the three functions of the state, led to the emergence and 
development in parallel with the free market of non-market, meaning the market 
state. 
 As a consequence, the Department of Statistics of the International 
Monetary Fund believes that a country's economy may be composed of the 
following sectors of activity: (Brezeanu, P., 1999): the enterprise sector (comprising 
the economic entity involved in the production of goods and non-financial services 
addressed to the market); the sector of financial institutions (groups all institutions 
engaged in providing financial services to the market); public  or governmental 
sector (includes all public authorities, central and local ones, also state economic 
entities which are principally producing goods for other public and private sectors);  
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non-profit sector (it unites private non-profit organizations that produce 
noneconomic good services for households); household sector (includes individuals 
or groups of persons who share the same home and consume different types of 
goods or service). 
This way two important components of the state economy are formed and 
developed, which though different, are closely interrelated: the market sector or the 
private sector and non-market sector or public sector. Public sector seeks functions, 
behavior and the implication of the state into overall economy, focusing on 
transactions not conducted through market and which seek to provide goods which 
are able to satisfy collective needs. The public sector is not financed through market, 
but through the public budgets of the state, meaning mostly on taxation. Fiscal 
policy is used in order to achieve some targets among which, the most important are 
those refering to economic stability, circumstantial adjustment and economic 
recovery restructuring and economic growth and the updating of the productive 
apparatus. Of all these objectives, the primary goal is to achieve economic stability, 
because inconsistency in tax matters has repercussions on the investment and 
economic entities and on the saving rate of population, also changes in the volume 
of exports, changes in the structure of foreign trade and in the producing of 
exceptional events. 
A decisive role in securing the financial resources has the Central Bank, 
which, through financial and monetary policies can achieve the economic recovery 
and the economic adjustment of circumstances. Fiscal policy encourages the 
development of certain sectors or activities either by reducing tax rates or by 
providing fiscal facilities in order to achieve the objective concerning economic 
restructuring and growth. The development of foreign trade and national economic 
competitiveness on the international market is connected to other fiscal policy 
objective, namely the modernization of the productive apparatus. This goal is 
achieved primarily by reducing the tax rates for the economic agents, which 
correspond to the profit that is reinvested through granting tax deductions for a 
proportion of the value of investments by promoting savings. 
In modern economies, the role of taxes, fees and contributions, exists both in 
economic and social terms. In economic terms, through taxes, fees and 
contributions, is intended to stimulate or slow down the production, investments and 
consumption, to correct some of the imbalances within economy including 
encouraging or restricting the relations with foreign countries. In social terms, taxes, 
fees and contributions represent an important instrument for the redistribution of 
gross domestic product between different social groups, aiming to ensure an 
acceptable standard of living for all citizens and nor the least the influence of the 
economic and social behaviour of taxpayers. Fiscal levies, are designed to perform 
state functions, but also to satisfy the public or collective needs through taxes and 
fees charged by government budget and the mobilized contributions in order to 




Fiscality shall be demarcated as a levying and collecting system of funds, 
but also as a mix of law sources that govern the imposition of the taxpayers and it 
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legally establishes taxes and fees. In fact, fiscality represents a taxpayer’s integration 
in an economic circuit, in which he/she  contributes on the one hand to supply the 
system and on the other hand he/she is a beneficiary of the public policies. 
Apparently, fiscality creates exclusive or dominant tax obligations from the 
taxpayer, but, in fact, it creates important obligations for the state as an administrator 
of the tax. As a last resort, the effects of fiscality are not seen in the way taxes are 
collected, but in the way they return, under the form of public service quality.  
The natural question arises, concerning why governments levy taxes on both 
individuals and legal entities? The need for collecting them results from the fact that 
governments are responsible for covering necessary expenses of collective needs. 
Sometimes taxes exceed certain limits that are fully felt by the taxpayers, so that 
they can lead to an inhibiting initiative, a tax revolt which is likely to hamper the 
normal behavior in social and economic field. Either the fiscal system or the fiscal 
policy of any state, must follow: the efficiency criteria, the reduction of economic 
instability, the revenues of taxpayers (protecting them) and the distribution of the 
revenues, which should influence the economic activity, investment and 
consumption. Therefore we consider that the purpose of fiscal legislation is to create 
a money surplus for new investments and to increase the base count for future taxes.        
The fiscal system has a certain inertia and a remarkable resistance at reforms 
and the political and administrative structures influence the level, the structure and 
tax efficiency. On the other hand, globalization requires the concordance of tax 
systems also with the compliance of international and communitarian treaties. The 
orientation towards the fiscal systems with multiple taxes and the attempts to 
eliminate internal tensions which these systems need to face at a certain moment, 
must be doubled with the preocupation for simplifying them, because they could 
become extremely complicated and expensive, and with negative effects on the 
social and financial plan.  
Surveys show that taxation is the main cause for the proliferation of 
underground economy. A comparison between the  levels of taxation on labor in 
various European countries provides some shocking conclusions. Compared to most 
European Union member countries, when it comes to labor, fiscality is twice 
heavier.  This makes the ways to avoid  taxes belonging to State budget be the most 
diverse, from not reporting the value added tax to illegal labor. Fiscal policy should 
be based on a partnership between the state and taxpayer. State's fiscal behavior 
should no longer be abusive. Rationality level of fiscality will enable better 
responsiveness to the taxpayer's tax burden. Fair taxation and stimulating global 
revenues represent an important mean to strengthen this partnership. 
Much improved, the Romanian fiscal system still faces many problems: is 
does not provide enough resources or the distribution is irregular;  it is 
inequitable(everyone consumes - few of them pay); In Romania, for about 16 years, 
functions a significant number of big companies that recorded only loss (yearly 
expenses were higher than incomes), and which did not pay income tax. The 
consequences act upon  the significant reduction of state budget revenues (of the 
failures in receiving enormous amounts of value added tax, excise taxes, tax on 
dividends, etc..), but no measures are taken up to, although the fact is known; it does 
not support enough and implicitly the entrepreneurship initiative; it does not directly 
and attractively encourage the investments (as an uncontested tax base); it does not 
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promote legal work and especially the qualified one; Concerning the fiscal intern 
debate (competition) between state and economic agents, big companies are 
permanently winning. State wins against the great mass of honest taxpayers who, 
most of the times reduce their limit of survival and livelihood, only to pay taxes; the 
legislative regulatory package (fiscal code and others) is still thick, interpretable, 
unstable, and very contested by the Business Envirnonment; in its political-
economical context, Romania stands for many serious negative consequences, both 
internally and especially externally, because of the shortcomings from the fiscal 
legislation which is stifling, full of contradictions concerning the solution of the 
same problem, with unclear and confusing provisions, opened for most various 
interpretations, even diametrically opposed. However, the appropriate measures 
failed to be taken, considering that every government on its turn promised to do so. 
Notable gaps in the competence and morality of a certain part of the staff; 
fiscal system in Romania should: be based on simple, clear and stable regulations, 
applied by highly qualified and motivated staff; ensure sufficient resources for the 
operation of a modern, lean and efficient state apparatus, through the firm 
application of an equitable collection system; encourage the use of all resources, the 
entrepreneurship initiative, investment and innovation; encourage work and values 
competition by limiting social assistance only to justified cases. 
Fiscality represents a major component of the management of resources for 
each entity from Romania. This is mostly due to the increasing taxes, fees and 
contributions paid for the public budgets. It is therefore vital for any owner or 
manager to manage their tax accounts and tax flows so that the costs claimed by 
them be minimal, and the law not violated.  
Surveys show that taxation is the main cause for the proliferation of 
underground economy (3.Crişan, C., 2009). A comparison between the  levels of 
taxation on labor in various European countries provides some shocking 
conclusions. Compared to most European Union member countries, when it comes 
to labor, fiscality is twice heavier and for that reason the ways to avoid the payment 
of taxes and taxes belonging to State budget are of most diverse. In fact, the state 
determines the taxpayers’ behavior belong to a dangerous trend. This attitude goes 
up to that point where the companies end up in not having any profit from the  
production improved through additional investment, but through non-payment 
obligations, such as income. Therefore we believe that fiscal policy should be based 
on a partnership between state and taxpayer and the state’s fiscal behaviour should 
stop from being abusive.  
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